
To Our Borrowers:
The accumulation of funds for payment of property taxes and insurance has typically been accomplished by establishing an
escrow account. Accordingly, funds are accumulated as part of your regular payment.
As an option to this escrow account, you may pledge an interest bearing time deposit.  The terms and conditions of this option,
and other notices are provided below.

MORTGAGE ESCROW ACCOUNT ACT

(b) " Borrow er"  means the person obligated under t he mortgage loan.
(c) " M ortgage Lender"  means any bank, sav ings bank, sav ings and loan associat ion, credit  union, mortgage banker, or

ot her inst it ut ion, associat ion, partnership, corporat ion or person w ho ex tends t he loan of  monies f or t he purpose of  enabling
anot her t o purchase a residence or w ho serv ices t he loan, including successors in interest  of  t he f oregoing.

(d) " Escrow -like A rrangement "  means any  arrangement  t he intent  of  w hich is t o serve t he same purposes as an escrow
account  but  w hich does not  require t he f ormal establishment  of  an account .

Sec. 3 . Escrow  accounts or escrow -like arrangements established af t er t he ef f ect ive date of  t his A ct  in conjunct ion w it h
m ort gage agreements f or single-f am ily  ow ner occupied resident ial propert y  are hereby declared separate and dist inct
t ransact ions f rom  mortgages and, hence, subject  t o t he law s and regulat ions of  t his State.

Sec. 4 . On or af t er t he ef f ect ive date of  t his A ct , each mortgage lender in conjunct ion w it h t he grant ing or serv icing of  a
m ort gage on a single-f am ily  ow ner occupied resident ial propert y , shall comply  w it h t he prov isions of  t his A ct .

Sec. 5 . W hen the mortgage is reduced to 6 5 %  of  it s original amount  by  payments of  t he borrow er, t imely  made according t o
t he prov isions of  t he loan agreement  secured by  t he mortgage, and the borrow er is otherw ise not  in default  on t he loan
agreem ent , t he mortgage lender must  not if y  t he borrow er t hat  he may term inate such escrow  account  or t hat  he may elect  t o
cont inue it  unt il he requests a t erm inat ion t hereof , or unt il t he mortgage is paid in f ull, w hichever occurs f irst .

Sec. 6 . In lieu of  t he mortgage lender establishing an escrow  account  or an escrow -like arrangement , a borrow er may pledge
an int erest  bearing t ime deposit  w it h t he mortgage lender in an amount  suf f icient  t o secure t he payment  of  ant icipated t axes.

(7 6 5  ILCS 9 1 0 /)
Sec. 2 . A s used in t his A ct , unless t he contex t  requires otherw ise:
(a) " Escrow  A ccount "  means any account  established by  t he mortgage lender in conjunct ion w it h a mortgage loan on a
residence, into w hich t he borrow er is required t o make regular periodic payments and out  of  w hich t he lender pays t he t axes
on the propert y  covered by  t he mortgage.
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(b) Sect ion 6  shall not  apply :

(a) For purposes of  t his Sect ion, " Homeow nership Preservat ion Program"  means (1 ) a program that  is expressly  intended
t o assist  homeow ners by  ref inancing or rest ructuring ex ist ing mortgage obligat ions eit her (i) t o avoid default  or f oreclosure, or
bot h, or (ii) t o low er interest  rates, and that  is sponsored by  a f ederal, st ate, or local government  authorit y  or a non-prof it
organizat ion; or (2 ) a lender-sponsored program that  is expressly  intended to assist  homeow ners by  rest ructuring ex ist ing
m ortgage obligat ions t o avoid default  or f oreclosure, or both.

2

(1 ) t o a mortgage loan made by  a subprime mortgage lender in compliance w it h t he requirements f or higher-priced
m ort gage loans established in Regulat ion Z 1 2  C.F.R. Part  2 2 6 , issued by  t he Board of  Governors of  t he Federal Reserve
Syst em  t o implement  t he f ederal Truth in Lending A ct , w hether or not  t he mortgage loan is a higher-priced mortgage loan,
prov ided that :

(A ) f or loans t hat  are not  higher-priced mortgage loans, t he escrow  account  must  be t erm inated upon the
borrow er' s request  at  no cost  t o t he borrow er; and

" Subprime M ortgage Lender"  means a mortgage lender t hat  has, f or at  least  2  of  t he prior 3  report ing years, reported t he
rat e spread, as required under 1 2  C.F.R.   2 0 3 .4 (a)(1 2 ), f or at  least  7 5 %  of  t he loans reported by  t he mortgage lender in t he
Loan/A pplicat ion Register f iled in compliance w it h t he f ederal Home M ortgage Disclosure A ct , 1 2  U.S.C. 2 8 0 1  et  seq., and
im plement ing Regulat ion C, 1 2  C.F.R. 2 0 1  et  seq.
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Sec. 6 .5 . Homeow nership preservat ion program.
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Sec. 7 . The borrow er shall not  have the right  t o t erm inate any  such arrangement  under Sect ion 5  in conjunct ion w it h
m ort gages insured, guaranteed, supplemented, or assisted by  t he State of  Illinois or t he f ederal government  t hat  require an
escrow  arrangement  f or t heir cont inuat ion.

Sec. 8 . If  af t er t erm inat ing an escrow  arrangement  under t he condit ions of  t his A ct , t he borrow er does not  f urnish t o t he
lender suf f ic ient  ev idence of  payment  of  t he t axes w hen due on t he residence covered by  t he mortgage w it h respect  t o w hich
t he escrow  arrangement  w as established, t he lender, af t er t aking reasonably  good fait h steps t o verif y  nonpayment , may,
w it hin t hirt y  days af t er such payment  is due, establish or reestablish an escrow  arrangement  notw it hstanding t he prov isions
of  t his A ct .

Sec. 9 . Failure of  any  mortgage lender operat ing w it hin t his State t o comply  w it h t he prov isions of  t his A ct  shall ent it le t he
borrow er t o actual damages in a court  act ion.

Sec. 1 0 . The prov isions of  t his A ct  shall not  be applicable t o a mortgage lender using t he capit alizat ion method of  account ing
f or receipt  of  payments f or t axes. The capit alizat ion method shall mean credit ing such tax  payments direct ly  t o t he loan
principal upon receipt  and increasing t he loan balance w hen the t axes are paid.

Sec. 1 1 . Not ice of  t he requirements of  t he A ct  shall be f urnished in w rit ing t o t he borrow er at  t he date of  closing.

Sec. 1 5 . Not ice of  t ax  payments.

Sec. 1 2 . This A ct  t akes ef f ect  on January  1 , 1 9 7 6 .

(a) W hen any mortgage lender pays t he propert y  t ax  f rom  an escrow  account , t he mortgage lender must  give t he
borrow er w rit t en not ice of  t he f ollow ing, w it hin 4 5  business days af t er t he t ax  payment :

(1 ) t he date t he t axes w ere paid;

(2 ) t o a ref inance or modif icat ion made by  a subprime mortgage lender under a homeow nership preservat ion
program  t hat  requires establishment  of  an escrow  account  as a condit ion or requirement  of  t he ref inance or modif icat ion,
prov ided that  t he escrow  account  must  be t erm inated upon the borrow er' s request  at  no cost  t o t he borrow er on t erms no
st rict er t han the f ollow ing condit ions:

(A ) t erm inat ion is perm it t ed under t he t erms of  t he government  or non-prof it  sponsored homeow nership
preservat ion program, if  applicable, and the borrow er complies w it h all condit ions or requirements f or t erm inat ion established
by or allow ed under such program;

(B) t he borrow er has maintained a sat isfactory  payment  history  (no payments more t han 3 0  days late) f or t he
1 2  m onths prior t o t he mortgage lender' s receipt  of  t he borrow er' s t erm inat ion request ; and

(C) t he borrow er has reimbursed the mortgage lender f or any  escrow  advances or escrow  def iciencies ex ist ing
at  t he t ime of  t he borrow er' s t erm inat ion request . Term inat ion may not  be denied f or f ailure t o reimburse escrow  advances or
escrow  def iciencies under it em  (iii) of  subparagraph (B) of  paragraph (1 ) of  subsect ion (b), or subparagraph (C) of  paragraph
(2 ) of  subsect ion (b) if  t he borrow er claims, in w rit ing, t hat  t here is an error w it h such advances or def iciencies. In such case,
t he lender must  t erm inate t he escrow  account  if  all other condit ions of  t erm inat ion are sat isf ied; how ever, such term inat ion
w ill not  alt er or af f ect  any  other right s of  t he mortgage lender or t he borrow er w it h respect  t o t he collect ion of  such escrow
advances or escrow  def iciencies.

(B) f or loans t hat  are higher-priced mortgage loans, t he escrow  account  must  be t erm inated upon the
borrow er' s request  at  no cost  t o t he borrow er on t erms no st rict er t han the f ollow ing condit ions:

(i) t he escrow  term inat ion requirements established in Regulat ion Z are sat isf ied;
(ii) t he borrow er has maintained a sat isfactory  payment  history  (no payments more t han 3 0  days late) f or

t he 1 2  months prior t o t he mortgage lender' s receipt  of  t he borrow er' s t erm inat ion request ; and
(iii) t he borrow er has reimbursed the mortgage lender f or any  escrow  advances or escrow  def iciencies

ex ist ing at  t he t ime of  t he borrow er' s t erm inat ion request .

(2 ) t he amount  of  t axes paid; and
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(c) Not w it hstanding t he requirements in subsect ion (a), a mortgage lender t hat  prov ides not ice at  least  annually  t o a
borrow er in t he manner prov ided in subsect ion (b) of  a means of  communicat ion f or t he borrow er t o access t he informat ion
set  f ort h in subsect ion (a) by  t elephone, f acsim ile, e-mail, Internet  access, or other means of  communicat ion, is deemed to be
in compliance w it h subsect ion (a).

M ortgage Escrow  Account  Act -IL

The CFR cit at ions in t his sect ion 6 .5  are out  of  date. The current  cit at ions, in order, are: 1 2  CFR 1 0 0 3 .4 (a)(1 2 ), 1 2  CFR
1 0 0 3 , and 1 2  CFR 1 0 2 6 .

THE UNDERSIGNED, HA VING REA D THE FOREGOING STA TUTORY PROVISIONS HEREBY ELECTS A N INTEREST BEA RING
TIM E DEPOSIT IN LIEU OF ESTA BLISHING A  REA L ESTA TE PROPERTY ESCROW  A CCOUNT.

Yes No

(3 ) t he permanent  index number, mortgage account  number, address of  t he propert y , or other propert y  descript ion
t hat  is used for assessment  and taxat ion purposes under t he Propert y  Tax Code.

VM P9 6 2 (IL) (1 3 1 1 )
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Federal Regulat ion Z at  Sect ion 3 5  (1 2  CFR 1 0 2 6 .3 5 ) requires t hat  in certain circumstances t he escrow  account  be
m aintained for a m inimum of  f ive years. This rule applies only  t o " higher-priced mortgage loans."

(b) The not ice required in subsect ion (a) may be included on or w it h other documents, not ices, or statements prov ided to
t he borrow er. If  more t han one borrow er is obligated on t he loan, only  one borrow er w ho is primarily  liable on t he loan need be
given not ice. Not ice may be delivered, mailed, or t ransm it t ed by  any  usual means of  communicat ion.

1 .

2 .

Refer to the attached Signature Addendum for additional parties and signatures.

Date

Date

Borrower

Date

Date
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